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SUBJECT: Targeted Tax Areal/ Approve Expansion of No More Than 15% Qual i fi ed Taxpayer
Expanded to Include Fresh Produce Packi nghouses

SUMVARY

This bill would require the Trade and Commerce Agency (TCA) to expand a Targeted
Tax Area (TTA) by up to 15% if the increased area neets certain specified
criteria and conditions. This bill also wuld anend existing law to add certain
crop preparation services to the list of trades or businesses that may claimthe
tax incentives applicable in a TTA

EFFECTI VE DATE

As a tax levy, this bill would be effective i mediately upon signature and woul d
be operative for taxable and i ncone years beginning on or after January 1, 2000.

PROGRAM HI STORY/ BACKGROUND

California has four types of econom c devel opnent areas that have simlar tax
i ncentives:

Ent erpri se Zones,

Local Agency MIlitary Base Recovery Areas (LAMBRA)
Targeted Tax Area (TTA), and

Manuf act uri ng Enhancenent Areas (MEA)

SPECI FI C FI NDI NGS

Under the Governnent Code, existing state |aw provides for the designation of a
targeted tax area (TTA). Using specified criteria regardi ng unenpl oynment, incone
| evel s, poverty levels, and percentages of residents receiving Aid to Famlies

wi th Dependent Children, the TCA designated Tulara county as the TTA. The TTA was
desi gnat ed Novenber 1, 1998, and the designation is binding for 15 years

begi nni ng January 1, 1998.

Under the Revenue and Taxation Code, existing state |aw provi des special tax

i ncentives for taxpayers conducting business activities within the TTA. These
incentives include a sales or use tax credit, hiring credit, business expense
deduction, and special net operating | oss treatnent.
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This bill would require the TCA to approve expansion of the TTA by up to 15% if
the increased area neets the necessary criteria to be a TTA (unenpl oynent, incone
| evel s, poverty levels, and percentages of people receiving Aid to Fanmilies with
Dependent Children, based on 1995-96 nunbers) and the follow ng conditions exist:

The governing body of each city in which the TTA is |ocated approves an
ordi nance or resolution approving the proposed expansion.

The proposed expansion area is zoned for industrial or comercial use.
The basic infrastructure, including, but not linmted to gas, water,

el ectrical service, and sewer systens, is available to the proposed
expansi on area.

For purposes of the TTA, this bill also would amend existing law to add certain
crop preparation services, excluding cotton ginning, to the list of trades or
busi nesses that may claimthe tax incentives applicable in a TTA

| npl enent ati on Consi der ati ons

I mpl ementing this bill would not significantly inpact the departnment’s
prograns and operations.

Techni cal Consi der ati ons

This bill in adding certain crop preparation services to the list of trades
or businesses that may claimthe tax incentives applicable in a TTA
references the Standard Industrial Cassification (SIC) Mnual, specifically
Code 723. However, the SIC uses a 4 digit code, as a result, the "“723”
added by this bill should be anended to read “0723.”

FI SCAL | MPACT

Depart nental Costs

This bill would not significantly inmpact the departnent’s costs.

Tax Revenue Esti mate

Based on |limted data, revenue losses from this bill are projected to be
rather mnor over the initial years.

Esti mat ed Revenue | npact of AB 2090
Taxabl e Years Beginning After 12/31/1999 and
Enact ment After 6/30/2000
(In $M11ions)
Fi scal Years 2000- 01 2001- 02 2002- 03

Revenue | npact | (Negli gi bl e) (M nor) ($0.5)
(Negligible) means | osses |ess than $50, 000;
(Mnor) neans | osses | ess than $250, 000.

Any possible changes in enploynent, personal inconme, or gross state product
that mght result fromthis provision are not taken into account.
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According to available departnental data, tax benefits received by businesses
in the existing targeted tax area for the two nonths of designation in 1998
were on the order of $50,000. The inpact fromthis proposed expansi on cannot

be predicted in advance, but would nost likely be relatively mnor as
i ndi cat ed above.

BOARD PCSI TI ON

Pendi ng.



